IRA-Based Plans

Payroll SEP-IRA
Deduction IRA

SIMPLE-IRA

Key Advantage Easy to set up and maintain. Easy to set up and maintain. Salary reduction plan with little administrative
paperwork.

Employer Any employer with one or more Any employer with one or more Any employer with 100 or fewer employees

Eligibility employees. employees that does not currently maintain another

retirement plan.

Employer’s Role

Arrange for employees to make
payroll deduction contributions.
Transmit contributions for
employees to IRA. No annual
filing requirement for employer.

Set up plan by completing IRS
Form 5305-SEP. No annual filing
requirement for employer.

Set up plan by completing IRS Form 5304-
SIMPLE or IRS Form 5305-SIMPLE. No
annual filing requirement for employer. Bank
or financial institution processes most of the
paperwork.

Contributors to
The Plan

Employee contributions remitted
through payroll deductions

Employer contributions only.

Employee salary reduction contributions and
employer contributions.

Maximum Annual
Contribution
(Per Participant)

$3,000 for 2002 — 2004;
$4,000 for 2005 — 2007;
$5,000 for 2008.

Additional contributions can be
made by participants age 50 or
over.

Up to 25% of compensation’ or a
maximum of $40,000.

Employee: Up to $7,000 in 2002 with $1,000
annual increments until the limit reaches
$10,000 in 2005. Additional contributions can
be made by participants age 50 or over.
Employer: Either match employee
contributions 100% of first 3% of
compensation (can be reduced to as low as
1% in any 2 out of 5 yrs.) or contribute 2% of
each eligible employee’s compensation®.

Contributor’s

Employee can decide how much Employer can decide whether to

Employer can decide how much to contribute.

Options to contribute at any time. make contribution year-to-year. Employer must make matching contributions
or contribute 2% of each employee’s
compensation.

Minimum Should be made available to all Must be offered to all employees Must be offered to all employees who have

Employee employees. who are at least 21 years of age, earned income of at least $5,000 in any prior

Coverage employed by the employer for 3 of | 2 years, and are reasonably expected to earn

. the last 5 years and had earned at least $5,000 in the current year.

Requirements income of $450 (for 2002).

Withdrawals, Withdrawals permitted anytime Withdrawals permitted anytime Withdrawals permitted anytime subject to

Loans and subject to Federal income taxes; subject to Federal income taxes; Federal income taxes; early withdrawals

Payments early withdrawals subject to tax early withdrawals subject to tax subject to tax penalty.

penalty. penalty.
Vesting Contributions are immediately Contributions are immediately Employer and employee contributions are

100% vested. 100% vested.

immediately vested 100%.

1  Maximum compensation on which 2002 contribution can be based is $200,000.

2 Maximum compensation on which 2002 employer 2% non-elective contributions can be based is $200,000.
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